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INTERSTATE COMMERCE COMMISSION

Dear Secretary:

I 'have enclosed three (3) originals and nineteen (19)
counterparts of the documents described herein (three copies for
your and two for each- of the recordation numbers listed below) to
be recorded pursuant to §11303 of Title 49 of the U.S. Code. The
documents are one (1) First Amendment to Loan Agreement and two (2)
Security Agreements, all of which are dated May 25, 1994. The
First Amendment to Loan Agreement and the two Security Agreements
are to be recorded as secondary documents to ICC Recordation
numbers 18151 & A, 18152 & A, 18153 & A, 18154 & A, 18155 & A,
18156 & A, 18157 & A and 18158 & A. This letter is for ICC
Recordation number 18153 & A.

The names and -addresses of the parties to the documents are as
follows: ••''

Gregory B. Cundiff and Connie S. Cundiff (Debtor, Borrower and
103 N. Oak Guarantor)
O1 Fallen, Illinois 62269

Ironhorse Resources, Inc. (Debtor, Borrower and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

Railroad Switching Service of Missouri, Inc. (Debtor and
103 N. Oak i Guarantor)
O'Fallon, Illinois 62269

Texas Railroad Switching, Inc. (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269
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CSC Enterprises, Inc. (Debtor and Guarantor)
103 N. Oak
Q'Fallon, Illinois 62269

Crystal City Railroad, Inc. (Debtor and Guarantor)
103 N. Oak
Q'Fallon, Illinois 62269

Rio Valley Railroad, Inc. (Debtor and Guarantor)
103 N. Oak
0'Fallen, Illinois 62269

JME Enterprises, Inc. (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

Lone Star Railroad, Inc. (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

Southern Switching Company (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

NationsBank of Texas, N.A. (Secured Party and Lender)
Uvalde Banking Center
220 E. Main St.
Uvalde, Texas 78801-5639

A description of the specific equipment covered by the
Security Agreements are as follows:

Locomotive No. LSRR 705 (formerly KRR 705), Model GP 7

Locomotive No. RVRR 1705 (formerly CSXR 1705), Model GP 16

Locomotive No. RVRR 1729 (formerly CSX 1729), Model GP 16

Included in the property covered by the aforesaid Security
Agreements and First Amendment to Loan Agreement are railroad cars,
locomotives and other rolling stock intended for use related to
interstate commerce or interests therein owned by Gregory C.
Cundiff and Connie S. Cundiff, Ironhorse'Resources, Inc., Railroad
Switching Service of Missouri, Inc.; Texas Railroad Switching,
Inc., CSC Enterprises, Crystal City Railroad, Inc., Rio Valley
Railroad, Inc. and JME Enterprises, Inc., Lone Star Railroad, Inc.
and Southern Switching Company at the date of said Security
Agreements and First Amendment to Loan Agreement or thereafter
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acquired by it or its successors as owners of the lines of railway
covered by the Security Agreements and First Amendment to Loan
Agreement.

A short summary of the Security.Agreement (Lone star Railroad,
Inc. as Debtor) to appear in the index is:

"Secondary Document. Security Agreement dated May
25, 1994 entered into by and between Lone Star Railroad,
Inc. ("Debtor") and NationsBank of Texas, N.A. covering
all of Debtor's equipment, including, but not limited to,
all rolling stock; accounts receivable; certain stock and
certain real estate, specifically including, but not
limited to, the following described equipment:

Locomotive No. LSRR 705 (formerly KRR 705), Model GP7

Locomotive No. RVRR 1705 (formerly CSXR 1705), Model GP 16

Locomotive No. RVRR 1729 (formerly CSX 1729), Model GP 16"

A short summary of the Security Agreement (Southern Switching
Company as Debtor) to appear in the index is:

"Secondary Document. Security Agreement dated May
25, 1994 entered into by and between Southern Switching
Company ("Debtor") and NationsBank of Texas, N.A.
covering all of Debtor's equipment, including, but not
limited to, all rolling stock; accounts receivable;
certain stock and certain real estate, specifically
including, but not limited to, the following described
equipment:

Locomotive No. LSRR 705 (formerly KRR 705), Model GP7

Locomotive No. RVRR 1705 (formerly CSXR 1705), Model GP 16

Locomotive No. RVRR 1729 (formerly CSX 1729), Model GP 16"

Please note that Security Agreements are not notarized in this
jurisdiction.

A short summary of the First Amendment to Loan Agreement to
appear in the index is:

"Secondary Document. First Amendment to Loan Agreement to
Security Agreements dated May 25, 1994 and entered into by and
between Gregory B. Cundiff, Connie S. Cundiff, Ironhorse Resources,
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Inc., Railroad Switching Service of Missouri, Inc., Texas Railroad
Switching, Inc. CSC Enterprises, Inc., Crystal City Railroad, Inc.,
Rio Valley Railroad, Inc., JME Enterprises, Inc., Lone Star
Railroad, Inc. and Southern Switching Company (collectively,
"Debtor") and NationsBank of Texas, N.A. covering all of Debtor's
equipment, including, but not limited to, all rolling stock;
accounts receivable, certain stock and certain real estate,
specifically including, but not limited to, the following described
equipment :

Locomotive No. LSRR 705 (formerly KRR 705) , Model GP 7

Locomotive No. RVRR 1705 (formerly CSXR 1705), Model GP 16;
and

Locomotive No. RVRR 1729 (formerly CSX 1729), GP 16"

A total fee of $180.00 is enclosed for all of the filings.
Please return the original and any extra copies not needed by the
Commission for recordation to Teresa Ereon Giltner in the enclosed
self -addressed stamped envelope at:

Smith, Barshop, Stoffer & Millsap, Inc.
700 N. St. Mary's Street
Suite 1000
San Antonio, Texas 78205

We appreciate your assistance in this matter. Should you have
any questions, please do not hesitate to contact the undersigned.

Sincerely,

Teresa Ereon Giltner
Attorney for NationsBank of Texas, N.A.

teg\7418.457
mter1.ltrVdmm\9 ;

Enclosures



CERTIFICATE

RiECOHOATIONWO,,

JUN 14 W94-250PM

INTERSTATE COMMERCE COMMISSION

I, Dina M. Mirenda, a Notary Public in and for the State of
Texas, hereby state that I have compared a copy of the Security
Agreement attached hereto with the original Security Agreement and
have found the copy to be complete and identical in all respects to
the original document.

EXECUTED this 3rd day of June, 1994.

STATE OF TEXAS §
§

COUNTY OF BEXAR §

This instrument was acknowledged before me on the 3rd day of
June, 1994, by Dina M. Mirenda.

(NOTARY SEAL)
,',.,•„ ;.C •,».;

"•^dhrt̂ *****1 •' , , , . , , ., i
X '̂X RO;-.t:V(.o.«^!^»<
%JJf\ Notary Public

'/ State of Texas

''* Cornm. exp. 07-3087

..
Notary Public, state "of

teg\7418.4S7
cert.10\drnn



NctionsBank
Nsaoa*a*a«. el Texas, N.A.

INTERSTATE COMMERCE COMMISUO., „

let end

tank: (Seared

Nations*** of Tex**. M.A.
tanking Canter: DValde

220 E. Main Street
Uvalde, Uvalde County, Texas

78801
(address including county)

Debtor/Pledger:

Lone Star Railroad, Inc.
103 N. Oak
O'Pallon, St. Clair County, Illinois

62269

(Mama and eddresa including county)

Bebtor/Hedgor i»s t ] Individual [}g Corporation ( ] Partnership £ 1

Address is Debtor's: C ] Residence Kl Place of Business [ j chief Executive Office if more than one place of bustness.

(Tiit* Agreement contains M*B provisions preceded by boxes. «*rt only those box** beeida provision* which will be applicable to this
transaction. A ban which 1* not marked Man* that the provision besid* it i<* not applicable to thi* transaction.)

A. ieority Interest. For good and valuable consideration, the receipt and adequacy of which are hereby acknowledged and subject
to the applicable term* of thi* agreement, Debtor/Pledger (hereinafter referred to a* Debtor) assign* and grant* to Sank (also
known a* Secured Party), a security interest and lien in the Collateral to secure the peyment and the performance of the
Obligation.

I. Collateral. The security interest is granted in the following ("Collateral"): (Check a* applicable)

k] Account*. Any and all eeeounte, account* receivable*, receivable*, eontreet rights, book debts, checks, notes, drifts,
instruments, chattel peper, acceptances, choses in action, any and all amounts due to Debtor from a factor or other forms of
obligation* and receivables now existing or hereafter arising out of the business of the Debtor, es well as any and all
returned, refused and repossessed good*, and the cash or non-cash proceed* resulting therefrom.

t 1 Inventory. Any and all of Debtor's inventory, including without limitation any and all good* held for sale or lease or being
processed for sale or lease in Debtor's business ss now or hereafter conducted, whether now owned or hereinafter acquired,
including ail material*, good* and work in process, finished goods, and other tangible property held for sal* or lt«se or
furnished under contracts of service or used or consumed in Debtor's business, along with sll documents (including documents
of title) covering inventory, all cash and non-cash proceeds from the sal* of inventory including proceeds from insurance and
specifically including but not limited to (attach Schedule if necessary);

Equipment. Any and all of Debtor's furnishings, fixtures and equipment, wherever located, whether now owned or hareafttr
acquired, together with all increases, parts, fittings, accessories, equipment, and special toots now or hereafter affixed to
any part thereof or used in connection therewith, and all products, additions, substitutions, secessions, snd all cash and ran*
cash proceeds. Including proceeds fro* insurance thereof and thereto, including without limitation the following (attach
Schedule if necessary): ___ ... . .. _

C ] Fixture*. All of Debtor's fixtures now existing or hereafter acquired, together with all substitutes and replacements tharafor,
til accessions and attachments thereto, and all tools, parts and equipment now or hereafter addad to or used in connection
therewith. These goods art or will bacoM fixtures on the following described real estate in _______________ County,

, (state), owned by ; .. _ .._ ..:__ _ .
•follows:

tneme of owner] sore particularly described

Cinsert legal description (or sttach fxhibit) of
property, not street address], including without limitation the following (attach schedule if necessary):

XI Inatniaants and/or Ti urea I mam nnnmmnt* The following described instruments and documents including, without limitation,
negotiable instruments, promissory notes, and documents of title owned or to be owned by Debtor, certlfieatea of deposit, and
all liens, security agreements, lease* and other contracts securing or otherwise relating to any of said instruments or
documents, and all cash and non-cash proceeds snd products thereof and such additional property receivable or distributed in
respect of or in exchange for all or any such instruments or documents (attach Schedule if necessary): _______________

General Intangible*. All patents, trademarks, service marks, trad* secrete, copyrights, and exclusive license* (whether issued
or pending) and all documents, applications, material! and other matters related thereto, all inventions, end all manufacturing,
engineering and production plans, drawing*, specifications, process** and systems, *U trad* name*, computer programs, data
base*, systems and software (including source and object cod**), goodwill, chose* in action and all ether general intangible*
of Debtor whether now owned or hereafter acquired end all cash and non-cash proceed* thereof, including without limitation the
following described intangible personal property, and all chattel paper, document* and instrumsnt* relating to such intangible*,
including without liaitation (attach schedule If necessary): • •

[ 1 Timber. All of Debtor** uncut timber growing or to be grown on the following deecribed property, end all cash and non*cssh
proceed* including proceed* fro* insurance, and «U product* thereof (complete legal description of reel property required)
(attach Exhibit If necessary)! - '••- .

nrj.. hiir nnf 1 i mi trad, to... the .Co..1.1
attagngjd jiereto and ''inftorporat-A'rt h&r&i^'
thereof).

I. All substitute* and replacement* for, accessions, attachment* and other edditions to, tools, psrts and equipment used in
connection with, and proceed* and products of, the above Collateral (including all income and benefits resulting from any of
the above, »uch a* dividend* payable or distributable in cash, property or stock; interest, premium and principal payments;
redemption proceeds and subscription rights; sll certificates of title, manufacturer's statements of origin, otner documents,
account* and chattel paper arising from or r*l*tad to the above Collateral, end returned or repossessed coiiatersl, *ny of
which, if received by Debtor, upon request shall be delivered inwdiately to lank.

3. The balance of every deposit sceount of Debtor under control of Sank and any other claim of Debtor against Sank, now or
hereafter existing, liquidated or unliquidated, and all money, instrument*, seeuMtie*. decunenti, chattel paper, credit*.
claim, demand*, income, and any other property, rights and interests of Debtor which it any time *h*U come into the possession
or custody or under the control of Bank or any of its agents, affiliates or correspondents, for any purpose, «nd the process
of any thereof. Sank *h*ll be deemed to have possession of sny of the Collateral in tranait to or s*t tpart for it or any or
its agents, affiliates or correspondents.

1. Description of Obligation. The following obligations ("Obligation") are secured by this agreement: (a) *U d*bt*'°b'; j'*V
liabilities and agreement* of Debtor to Bank, now or hereafter existing, arising directly or indirectly b«t*««ft sector «™



whether absolute or contingent, joint or several, secured or unsecured, du* or not due, contractual

(b) Bank's participation in any loan or other debt of Debtor to another person; c« All costs'TncuTred̂ bv'
preserve, perfect and enforce this agreement and maintain, preserve, collect end enforce the Collaterel- (dj
afaov* amojuntsMi agreed between Bank and Oebtor;(e) *U, debt, obligation* and liabilities of Ironhof' -
Inc.rGrecprv B. c.undiff and Connie g. cundiff «f thepreceeding — <, ,party, together with th* o«btor named ebov*. U h*r*insfter referred "to collectively •• "Debtor") to lank of th« kinds dsseVih«i
In this I tarn C., no* existing, or hereefter arising; <f> All expenses of th* Sank, including, fact and axptn*** oftheiank?.
counsel, Incident ta th« enforcement of payment of all obligation* of th* Debtor by any action or participation in arin
connection with a eas* or proe*«d1ng undsr th* lanknjptey Coda, or any successor statue thtrtto; <») If th« Debtor it net th*
obligor of any of the QMlHtionm. and In th« event any anount paid to Bank on any Obligation is subsequently recovered from
tht lank in or as a r«tuU of any bankruptcy, insolvency or fraudulent eonvtyanca proceeding, th* Debtor shall b» liable to
tha Sank for tha amount* •« recovered up to th* fair market value of the Collateral whether or not tht Collateral haa bean
rtlea»ed or the security interest terminated. In the event the Collateral haa been released or the security interest terminated
the fair Mrket value of tha Collateral shall be determined, at the Bank's option, as of the date the Collateral was released'
the security interest terminated, or said amounts were recovered; and (h) All amounts which ray be owed to Bank pursuant to
all other loan documents executed between Bank and any other Debtor,

Notwithstanding the foregoing, if the Collateral is personal property used as a principal residence (such M a mobile horns or
e houseboat) or "household goods* (as thet term is defined at 12 C.F.«. §227.12. as it may be amended from time to time) which
are not m the tank's possession end which are not fixtures, such Collateral shall not secure eny liability contracted for
personal family or household purposes between the Debtor or an obligor and the Bank already in existence on the date hereof
or that arise* hereafter, unless the Debtor otherwise expressly egrees.

0. DGBTOK'S VMHAMTIfS. Debtor hereby represents and warrants to Bank is follows:
1. Financing Stateamnta. Except as may be noted by schedule atteched hereto and incorporated herein by reference, no financing

statement covering the Collateral is or will be on file in any public office, except the financing statements relating to this
security interest, and no security interest, other than the one herein created, has ettached or been perfected in the Colleteral
or any part thereof.

2. Ownership. Debtor owns, or will use the proceeds of any loans by Bank to become the owner of, the Colleteral free from eny
setoff, claim, restriction, lien, security interest or encumbrance except liens for taxes not yet due end the security interest
hereunder, ' • .. ,

1. Fixture* and Accessions. Mom of th* Collateral is affixed to real estate or is an accession to any goods, or will become a
fixture or accession, except as expressly set out herein.

4. Claims of Debtors on Collateral. All account debtors end other obligors whose debts or"obll gat ions are pert of the Colleterel
have no right to setoffs, count ercleia* or adjustments, and no defenses in connection therewith.

5. Power and Authority. Debtor has full power and authority to make this agreement.

C. DEBTOR'S COVEMMTS. Until full payment and performance of all Obligations and termination or expiration of any obligation or
conmitment of Bank to make advances or loans to Debtor, unless Bank otherwise consents in writing:

1. Obligation end This Agreement. Debtor shell perform ell of its agreements herein and in any other agreements between it end
Bank.

2. Ownership of Collateral. Debtor shall defend th* Collateral against ill claims and demands of all persons et any time claiming
any interest therein adverse to Bank. Debtor shall keep the Collateral free from all liens and security interests except those
for taxes not yet due and the security interest hereby created.

3. Insurance), Debtor shall insure th* Collateral with companies acceptable to Bank. Such insurance shall be in en amount not lese
than the fair market value of the Collateral and shall be against such casualties, with such deductible amounts as Sank shell
spprove. All insurance policies shall be written for the benefit of Debtor end Bank as their interests may appear, payable to
Bank as loss pay**, or in other form satisfactory to Bank, end such policies or certificetes evidencing the same shall be
furnished to Bank. All policies of insurance shall provide for written notice to Benk et leest 30 days prior to cancellation.
Cisk of loss or damage is Debtor's to the extent of any deficiency in any effective insurance coverage.

4. Maintenance). Debtor shall keep ell tangible Collateral In good condition.
5. Bank's Costs. Debtor shall pay all costs necessary to obtain, preserve, perfect, defend and enforce this security interest,

collect th* Obligation, and preserve, defend, enforce and collect the Collateral including but not limited to taxes,
assessments, insurance premiums, repairs, reasonable attorney's fees end legal expenses, feed, rent, storage costs and expenses
of seles. whether Collateral is or Is not In Bank's possession, and without any obligation to do so and without waiving
Debtor's default for failure to mike any such payment, Bank at its option may pay any such costs and expenses, discharge
encumbrances on Collateral, and pay for insurance of Collateral, and such payment shall be a part of the Obligation and bear
interest at th* rat* set out In th* Obligation. Debtor agrees to reimburse Bank on demand for any costs so incurred.

6. "information and Inspection. Debtor shall (I) promptly furnish Bank any information with, respect to Collateral requested by
Bank; CM) allow Bank or it* representative* to Inspect the Colleteral, at any time and wherever located, end to inspect end
copy, or furnish Bank or its representatives with copies of, all records releting to the Collateral and the Obligation; (Hi)
furnish Bank or its representatives such information as Bank may request to identify Collateral, at the time end in the form
requested by Bank; and (1v> deliver upon request to Bank shipping and delivery receipts evidencing the shipment of goods end
invoices evidencing th* receipt of, and the payment for, Collateral.

7. Additional Document*. Debtor shall sign end deliver any papers furnished by Bank which ere necessary or desirable in the
judgment of Bank to obtain, maintain and perfect th* security interest hereunder and to enable Bank to comply with the Federal
Assignment of Claims Act or any other federal or state ISM in order to obtain or perfect Bank's interest in Collateral or to
obtain proceed* of Collateral.

S. Psrtle* UabU an Collateral. Debtor will preserve th* liability of all obligors on any Collateral, will preserve the priority
of ell security therefor, and will deliver to Bank th* original certificate* of title on all motor vehicles or other titled
vehicles constituting th* CoIliteral. Bank shall have no duty to preserve such liability or security, but may do so st th*
expense of Debtor, without waiving Debtor's default.

f. light of lank to Notify Debtors. At any tin, whether Debtor Is or is not in default hereunder. Bank may notify persons
obligated on any Collateral to meka payments directly to Bank and Bank may take control of all proceeds of any Coltaterel.
Until Bank elects ta exercise such rights. Debtor, as agent of Bank, shall collect and enforce all payments owed on Collateral.

10. teeords of Collateral. Debtor at all tint* will Maintain accurate booka and records covering th* Collateral. Debtor
immediately will mark all books and records with an entry showing the absolute assignment of all Collateral to Bank and Bank
is hereby given th* right to audit th* books and records of Debtor relating to Colleteral it any time and fro* time to time.
Th* amounta shown as owed to Debtor on Debtor's books and on any assignment schedule will be th* undisputed amounts owing and
unpaid.

tl. Disposition of Collateral. If disposition of any Collateral gives risa to an account, chattel paper or instrument, Debtor
immediately shall notify Bank, and upon requeat of Bank shsll assign or Indorse th* same to Bank. HO Collateral may be sola,
leased, manufactured, processed or othsrwJs* disposed of by Debtor in any manner without th* prior written consent of Bank,
except Collateral sold, leased, manufactured, processed or consumed In th* ordinary course of business.

«, Account*. Each account h*ld as Collateral will represent the valid and legally enforceable obligation of "third parties, and
shall not be evidenced by any Instrument or chattel paper. „•_*._,. . .-•««.

«. ts~*<«a a# en?Istsrst. n«rf»ter shall give Bank written notice of each affle* of Debtor In which record* of Debtor pertaining
to accounts held ee Collateral aro kept, and each location at sni«, twuat«ral i* i..-uJ.::. U. «•:,;;,• £«$ *f*r'v cr's'?s' *; ";;:
such location. If no such notice is given, all record* of Debtor pertaining to Collateral are and shall be kept »t Debtor i
address shown above. All Collaterel of Debtor will be kept at Debtor's address shown ebova unless otherwise noted as follows:

14. •otic* of Change*. Debtor will notify Bank ""immediately of any meteriarchange in the Collateral, of • change in Debtor's
residence or location, of a chang* in any matter warranted or represented by Debtor in this agreement or furnished to sank,
end of any event of default.

15. us* and Bemowal of Collateral. Debtor will not use the Collateral illegally nor, unless previously indicated «* * fixture,
permit the Collateral to be affixed to real or personal property without th* prior written consent of Bank, Debtor will not
permit any of the Collateral to be removed from the locations specified herein without th* prior written consent of Bank, except
for the sale of inventory in the ordinary course of business. v

16. Possession of Collateral. Debtor will deliver au other instruments, documents and chattel paper which are part of _tne
Collateral and in Debtor's possession to the lank immediately, or if hereefter acquired, immediately following acquisition,
appropriately indorsed to Bank's order, or with appropriate, executed powers. Debtor waive* presentment, notice of acsat«ration,
demand, notice of dishonor, protest, and ill other notices with respect thereto. . . .

17. Consumer Credit. If any Collateral or proceeds includes obligation* of third perties to Debtor, the transactions «"""«
to th* Collateral jhali conform in all respects to the applicable state or federal law including but not limited to

Usa/iec«rlty,8flt/10-93 2



74. Chang* of samm/Status. Without the written consent of Bank, Oabtor shall not change its name change its coreor.t. .r
use any trade name or engage in any business in which it was not engaged on the date of this agreement »«tue,

10. Power of Attorney. D«btor appoint* Bank aa Debtor's attorney-in-fact with full power in Debtor's name end behalf to
act which Debtor 1* obligated to do or may b* required to do hereunder; however, nothing in thi* paragraph ahali be tun.
to obligat* sank to tak* any action heraunder nor shall Bank be liable to Debtor for failure to take any action hereunder
appointment shall be deemed * power coupled with en interest end shell not be tarminabl* as long as tha obligation^ »»
outstanding and shall not terminate on the disability or incompetence of the Debtor.

20. ysivsrs by Debtor. Oebtar waives notice of th* er**tion, advance, increase, existent*, extension or renewal of and of any
indulgent* with respect t», tha Obligation; waives presentment, demand, notic* of dishonor, and protest; waive* notie* of the
amount of th* Obligation outstanding at any time, notic* of *ny chang* in financial condition of any person liable for th*
Oblig*tion or any part thereof, notic* of any *v*nt of default, and ell other notices respecting th* Obligation- and aareee
that maturity of the Obligation and any part thereof may be accelerated, extended or renewed one or more time* by Bank in it*
discretion, without notice to Debtor. Debtor waive* any right to requir* that any action b* brought against any other person
or to require thet resort b* had to any other security or to any balance of any deposit account. The Debtor further waive* any
right of subrogation or to enforce any right of action against any other Debtor until the Obligation is paid in full

21. Othar Parties end Othar Collateral. No renewal or extension of or sny other Indulgence with respect to the Obligation or any
pert thereof, no release of any security, no release of any person (including any maker, indorser, guarantor or surety) liable
on the Obligation, no delay in enforcement of peyment, and no delay or omission or lack of diligence or care in exercising any
right or power with respect to the Obligation or any security therefor or guaranty thereof or under this agreement shall in
sny manner impair or effect th* right* of Bank und*r th* law, hereunder, or under any other agreement pertaining to th*.
Collateril. Bank need not file suit or assert a claim for personal judgment against any person for any pert of the Obligation
or seek to raaliz* upon any other security for the Obligation, before foreclosing or oth«rwise realizing upon th* Collateral
for the purpose of paying the Obligation. Debtor waives any right to the benefit of or to requir* or control application of
any other security or proceeds ther«of, and agrees that Bank shall have no duty or obligation to Debtor to apply to the
Obifgation any such other security or proceeds thereof.

22. Collection and Segregation of Accounts. The Bank hereby authorizes the Debtor to collect the Collateral, subject to th*
direction and control of the Bank, but the Bank may, without cause or notice, curtail or terminate said authority at any time,
upon notice by th* Bank, whether oral or in writing, to th* Debtor, the Debtor shall forthwith upon receipt of all checks,
drafts, cash and other remittance* in peyment of or on account of the Collateral, deposit the same In ona or more special
accounts maintained with th* Bank over which the Bank alone shell have the power of withdrawal. The remittance of the proceeds
of such Collateral shall not, however, constitute payment or liquidation of such Collateral until Bank shall receive good fund*
for such proceeds. Funds placed in such special accounts shsll be held by the Bank a* security for all Obligations secured
hereundar. These proceeds shall b* deposited in precis*ly th* form received, except for th* Indorsement of th* Debtor where
necessary to permit collection of Items, which indorsement the Debtor agrees to make, and which indorsement the Bank is also
hereby authorized, as attorney-in-feet, to make on behalf of the Debtor, in the event the Bank ha* notified th* Debtor to amke
d*posits to * special account, pending such deposit, th* Debtor agree* that It will not commingle any such checks, drifts, cash
or othar remittances with any funds or other property of the Debtor, but will hold them separate and apart therefrom, end upon
an express trust for the Bonk until deposit thereof i* amd* in th* specie! account. Th* Bank will, from time to time, apply*
th* whole or any part of tha Collateral funds on deposit in this special account against such Obligations a* are secured hereby
as the Bank may in its sole discretion elect. At th* sol* election of th* Bank, any portion of said funds on deposit in the
special account which th* Bank shall elect not to apply to the Obligations, any ba paid over by th* Bonk to the Debtor.

Z5. Compliance with State and Federal Lew*. Debtor will comply with all state and Federal laws and regulation* applicable to its
business, whether now in effect or hereafter enacted including but not limited to the wage and hours law* and relating to th*
us* or disposal of hazardous materials and wastes. :: ~ ^ :-

F. Rights and Powers of Bank -• ---
1. fianaral. Bank, before or after default, without liability to Debtor may: obtain from any person information regarding Debtor

or Debtor1* business, wMch information any such person also may furnish without liability to Oabtor; requir* Debtor to give
possession or control of-:eny Collateral to Bank; indorse as Debtor's agent any instruments, documents or chattel paper in
Collateral or representing proceeds of Collateral; contact account debtors directly to verify information furnished by Debtor;
take control of proceeds, including stock received a* dividends or by reason of stock splits; release Collateral in its
possession to any Debtor, temporarily or otherwise; require additional Collateral; reject a* unsatisfactory sny property
hereafter offered by Debtor as Collateral; set standards from tim* to time to govern what may b* used as after acquired
Collateral; designate, from time to tine, * certain percent of the Collateral ea the loan value end require Debtor to maintain
the Obligation at or below such figure; take control of funds g*n*r*t*d by tha Collateral, such a* cash dividends, interest
and proceeds or refunds from insurance, and us* same to reduce any part of tha Obligation and exercise ell other rights which
en owner of such Collateral may exercise, except th* right to vot* or dispose of Collateral before an event of default; at any
•tin* transfer any of th* Collateral or evidence thereof into its own name or that of its nominee; end demand, collect, convert,
redeem, receipt for, settle, compromise, adjust, sue for, foreclose or real it* upon Collateral, in its own name or In the name
of Debtor, a* Bonk may determine. Bank shall not ba liable for feilure to collect any account or instruments, or for any act
or omission on th* part of the) Bonk, Its officers, agents or employees, except willful misconduct and gross negligence. Th*
foregoing right* and power* of Bank will b* In addition to, and not a limitation upon, any rights and powers of Bank given by
lew, elsewhere In this ogrlament, or otherwise. It Debtor fails to maintain any required Insurance, to the extent permitted
by applicable law Bank may (but is not obligated to) purchase single interest insurance coverage for the Collateral which
insurance may at Bank's option (i) protect only Bonk and not provide any remuneration or protect*on for Debtor directly and
(ii> provide coverage only after tha Obi f gall en has bean declered due as herein provided. The premiums for any such insurance
purchased by Bonk shall b* a part of th* Obligation and shall beer interest as provided In B.l.d. hereof.

2. Convertible Collateral. Bank, may present for conversion any Collateral which is convertible into any othar instrument or
investment security or * combination thereof with cash, but Bank shall net have any duty to present for conversion sny
Collateral unless It shsll hove received from Debtor detailed written Instruction* to that effect at a tim* reasonably far In
advance of th* final conversion data to make such conversion possible.

B. DEFAULT
1. Event of Oofautt. An event of default shall occur if: (i) ther* is loss, theft, damage or destruction of any material portion

of tha Collateral for which there Is no insurance coverage or for which. In the opinion of th* Bank ther* is insufficient
insurant* coverage; or (11) if Debtor or any othar obligor on the Obligation shall fail to timely end properly pey or observe,
keep or perform any t*ns, covenant. *gr**m*nt or condition in thi* agreement or In any othar agreement b*tw**n Debtor and any
other obligor on th* Obligation, including in any other note or Inetrument, loan agreement, security agreement, deed of trust,
mortgag*, promissory not*, assignment or other agreement or instrument concerning th* Obligation.

2. tight* and Bammdias. If any Ivont of Default shall occur, than, in each and ovary such case, th* Bonk may, without presentment,
I or protast; nolle* of default, dishonor, demand, non-payment, or protest; notice of Intent to accelerate all or sny J»rt

of the Obligation; nolle* of acceleration of all or any part of th* Obligation; or notic* of any other kind, all of which Oabtor
hereby expressly waive*, (except for any notice reejulred under this agreement, any other loan document or applicable law); at
any timm thereafter exercise end/or enforce any of the following rights and remedies: •

a} Possession end Collection of Collateral. *t its options (i) take possession or control of, store, lease, operate, manage-.
,,. -,,..̂..,,,, i;-,™- r,f,. flit M> any lyr* «* »*• Callstsrsl; <U) notify all parties under any account or, contract right «"•'"•
all or any part of the Collateral to make any payment* otherwise Qua to Debtor w'ira«ity.>ft thft »*i, ?.:'.) •>?•• :-• .**••. s own
name, or in the name of the Debtor, demand, collect, receive, *ua for, and give receipts end release* for, sny and ell amounts
due under such accounts and contract right*; (1v> indorse as th* soent of the Debtor «ny check, note, chattel paper, documents,
or instruments forming all or any pert of the collateral; (v) make formal application for transfer to the Sank (or to assignee
of the Bank to eny purchsser of any of tha Collateral) of all of the Debtor's permits, licenses, approval*, esreetwnts, and
the like relating to tha Collateral or to tha Debtor's business; <vi) take sny other action which the Bank cieems r*ce»s*ry or
desirable. to protect and realize upon its security interest in the Collateral; and (vii) in addition to the foregoing, and not
in substitution therefor, exercise my one or more of the rights and remedies exercisable by the Bank under any otner provision
of this agreement, under any of the other loan documents, or as provided by applicable law (including, without limitation, the
Uniform Conwerci el Code as in affect In Taxes (hereinafter referred to as tha "UCC")). In taking possession o* the Collateral
th* Bank may enter the Debtor's premises and otherwise proceed without legal process, if this csn be done without breach of
th* peace. The Debtor shall, upon the Bank's demand, prcwctly make tht Collateral or othar security available to the Sank at
a place designated by th* Bank, which place shsll be reasonably convenient to both parties.

The Sank shall not ba liable for, nor be prejudiced by, any Loss, depreciation or othtr damages to the Collateral, unless
by the Bank's willful and malicious act. The gsnk shall have no duty to take sny action to preserve or collect the COU8

b> »eceiver. Obtain th* appointment of * receiver for all or any of the Collateral, the Debtor hereby consenting to the appointment
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of such receiver and agreeing not to oppesa eny such appointmant.
e) Riejfit of Offaa*. Without notice or demand to the Debtor, set off and apply egainet any and all of the Qbliaation. .»,_<,,

deposits (general or special, time or demand, provisional or final) and any othar indebtedness at any tie* h«id a
tha Bank to or for tha credit of tha account of tha Debtor. "* 8

Bank Mill ba entitled to Immediate possession of all books and records evidencing any Collateral or pertaining to chattel a*mr
covered by thie agrsamanf and It or ft* representatives shall haw tha authority to enter upon any premise* uoon which J.TT*
tht sama, or any Cdllaterti, may ba situated and rameve tha tame therefrom without liability. Bank May surrardaTany ir**ran»
policies in Collateral and racaiv* tha unaarnad premium thereon. Oabtor shall ba entitled to any surplus and shall ba liabi*
to Bank for any deficiency. The proceeds of any disposition after dafault available to satisfy tha Obligation shall ba amiiad
to tha Obligation in SUB* ordar and in such manner aa Bank in its discretion shall decide.

1. Partis* Bound. Bank's Hfht* hereunder shall inure to tha benefit of Its successors and assigns, and in tha event of any
assignment or trenafer of any of tha Obligation or tha Collateral, lank thereafter shall ba fully discharged from any
responsibility with respect to tha Collateral so assigned or transferred, but Bank shall retain all rights and powers hereby
given with reepect to any of tha Obligation or Collateral net so assigned or transferred. All representations warranties and
agreements of Oabtor if more than one are joint and several and all shall ba binding upon tha personal representatives heirs
successors and assigns of Dabtor. ' '

2. Waiver. Ha delay of Bank in exercising any powar or right shall operate as a waiver tharaof; nor shell any single or partial
exercise of any cower or right praeluda othar or furthar exercise thereof or tha exercise of any othar powar or right MO
waiver by Bank of any right hereunder or of any dafault by Oabtor shall ba binding upon Bank unless in writing, and no failure
by Bank to axareisa any power or right hereunder or waiver of any dafault by Oabtor shall operate aa a waiver of any other or
further exercise of such right or power or of any furthar dafault. Each right, power and remedy of the Sank as provided for
in any of tha loan documents, or which shall now or hereafter exist at law or in equity or by statute or otherwise, shall ba
emulative and concurrent and shall ba in addition to every othar such right, powar w remedy. Tha axareisa or beginning of
tha axareisa by tha Bank of any ona or more of such rights, powers or remedies shall not preclude tha simultaneous or later
exercise by tha Bank of any or all othar such rights, powers or remedies.

I. Agreement Continuing. This agreement shall constitute a continuing agreement, applying to all future aa wall as existing
transactions, whether or not of the character contemplated at tha data of this agreement, and if all transactions between Sank
and Oabtor shall ba closed at any time, shall ba actually applicable to any new transactions thereafter. Previsions of this
agreement, unless by their terms exclusive, shall ba in addition to othar agreements between tha parties. Tit* is of the essence
of this agreement.

4. Definitions. Unless tha context indicates otherwise, definitions in tha UCC apply to words and phrases in this agreement: if
UCC definitions conflict. Article 9 definitions apply.

5. Botiem. notice shall ba deemed reasonable if nailed postage prepaid at least 5 days before tha related action (or if the UCC
elsewhere specifies a longer period, such longer period} to tha address of Oabtor given above.

6. Modifications. Ho provision hereof shall be andifiad or limited except by a written agreement expressly referring hereto and
to tha provisions so modified or limited and signed by tha Dabtor and Bank, nor by course of conduct, usage of trade.

7. Partial Invalidity. Tha unenforceaWUty or invalidity of any provision of this security agreement shall not affect tha
enforeaability or validity of any othar provision harain and tha invalidity or unanforcaability of any provision of any loan
docunent to any parson or circumstance shall not affect tha anforceabi11 ty or validity of such provision as it may apply to
othar parsons or circumstances.

B. Sander and Number, where appropriate, tha use of ona gender shall ba cone trued to include tha others or any of then; and tha
singular nuriber shall ba construed to include tha plural, and vice versa.

9. Applicable Law and Venue. This agreement has bean delivered In tha Stata of Texas and shall ba construed In accordance with
tha laws of that Stata. It is parformabla by Dabtor in tha county or city of Bank's address sat out above and Debtor expressly
waives any objection aa to venue in any such location. Wherever possible each provision of this agreement shall ba interpreted
in such *»r«er a* to ba effective and valid under applicable law, but if any provialon of this agreement shall ba prohibited
by or invalid unbar applicable law, such provision shall be Ineffective to tha extent of such prohibition or invalidity, without
invalidating tha remainder of such provisions or tha remaining provisions of this agreement.

10. Financing Statement. To tha extant permitted by applicable law, a carbon, photographic or othar reproduction of this security
agreement or any financing statement covering tha Collateral shall ba sufficient as a financing statement.

II. Counterparts. This agreement may ba executed in any number of counterparts, each of which shall ba considered to ba an original,
but all of which shall constitute ona in tha same Instrument. A* used herein "this agreement* shall include all attachments
and addenda. • • •

12. ARBITRATION. ANY CXMTBOVEWT CB CLAIM BETWEEN OR AMDBS THE PARTIES HERETO INCUBIN8 BUT NOT LIMITS TO THOSE ARISINB OUT Of
OR RELATINB TO TNIS AGREEMENT OR ANY RELATED AGREEMENTS OR INSTRUMENTS, IHCLUBIMB ANY CLAIM BASED ON OR ARIS1H6 FROM AN ALLECEB

• TORT, SHALL BE DETERMINED BY BINDING ARBITRATION IN ACCORDANCE WITH THE FBN9WL ARBITRATION ACT COB If MOT APPLICABLE, THE
EABLE STATE LAID, TNE RULES Of PRACTICE AND PROCEDURE FOR THE ARIITRATI01 Of COMSMCIAL DISPUTES Of JUDICIAL ARBITRATION
VIATIC* SERVICES, INC. (J.A.M.S.) ABB THE •SPECIAL RULES" SET FORTH BELOW. II TNE EVENT Of ANY INCONSISTENCY, TME SPECIAL
SHALL CONTROL. JUBIMuTI UPON ANT ARBITRATION AWARD NAY BE ENTERS! IN ANY COURT RAVINB JURISDICTION. ANY PARTY TO THE

NAY SRINB AB ACTION, INCLUDIN6 A SUMMARY OX EXPEDITED PtCCEEDINS. TO COMPEL ARBITRATION Of ANT CCNTROVERSY OR CLAM
TO WHICH THIS A6HEEMENT APPLIES IN ANY COURT HAVINB JURISDICTION OVER SUCN ACTION.

(A) SPECIAL RULES. TME ARBITRATION SHALL BE CONDUCTED IN THE CITY Of BORROWERS DOMICILE AT THE TINE Of THIS AGREENENT>S EXECUTION
AND ADMINISTERED BY J.A.M.S. UNO WILL APPOINT AN ARBITRATOR; IF J.A.N.S. IS IMABLE OR LEfiALLY PRECLUDED FROM ADNIHISTERIHB THE
ARBITRATION, THEM THE AMERICAN ARBITRATION ASSOCIATION WILL SERVE. ALL ARBITRATION HEARINGS WILL BE COMMENCED WITH IB 90 DAYS
Of TNE DEMAND FOR ARBITRATION; FURTHER, THE ARBITRATOR SHALL ONLY. UPON A SHOWING OF CAUSE, BE PERMITTED TO EXTEND THE
COMMENCEMENT OP BJCN NEARINB MB UP TO AN ADDITIONAL 60 DAYS.

CB) RESERVATION Of RIGHTS. NOTN1NB IN THIS AGREEMENT SHALL BE DEEMED TO CD LIMIT TNE APPLICABILITY Of ANY OTHERWISE APPLICABLE
STATUTES Of LIMITATION OR REPOSE AMD AMY WAIVERS CONTAINED IN THIS AGREEMENT: OR (It) BE A WAIVER BY THE SANK Of TNE PROTECTION
AFFORDED TO IT BY W U.S.C. SEC. 91 01 ANY SUBSTANTIALLY EQUIVALENT STATE LAW; OR (III) LIMIT THE RlfiBT Of THE BANK HERETO (A)
TO EXERCISE SELF HELP REMEDIES SUM AS (BUT NOT UNITED TO) SEWf, 01 (I) TO FORECLONUHE AGAINST ANY REAL OR PERSONAL PROPERTY
COLLATERAL, 01 CO TO OBTAIN FROM A COURT PROVISIONAL OR ANCILLARY REMEDIES SUCH AS (BUT NOT LIMITED TO) IHJUNCTIVE RELIEF,
wBIT Of POSSESSION OB THE APPOINTMENT Of A RECEIVER. THE BANK MAY EXERCISE SUCH SELF HELP RIGHTS, MRKLOSURE UPON SUCH
PSMPERTY, OB OBTAIN SUCH PROVISIONAL OR ANCILLARY REMEDIES BEFORE, DURING OR AFTER THE PENDENCY OF ANY ARBITRATION PROCEEDINB
BROUGHT PURSUANT TO THIS AGREEMENT. AT BANK'S OPTION, FORECLOSURE UNDER A DEED Of TRUST OR MORTGAGE NAY BE ACCONPUSM9 BY ANY
Of TNE fOLLOHIMs TME EXERCISE Of A POWER Of SALE UNDER TNE DEED Of TRUST OB MORTGAGE. Of BY A JUDICIAL SALE UNDER TNI DEED
Of TRUST OR MORTGAGE, 01 BY JUDICIAL FC«ttOSURE. NEITHER THIS EXERCISE OR SELF HELP REMEDIES NOR TNI INSTITUTION OR NAINTEMANCE
Of AN ACTION FOE FOB1CLOSURE OB PROVISIONAL OR ANCILLARY REMEDIES SHALL CONSTITUTE A WAIVES Of TNE BIOTf Of ANY PARTY, IHCLUDINS
THE CLAIMANT II ANY SUCH ACTION, TO ARBITRATE TNE MERITS Of TNI CONTtOVEtSY OB CLAIM OCCASIONING RESORT TO SUCH REMEDIES.

13. NOTICE Of FINAL ABBEENEBT. THIS WRITTEN AGREEMENT AND THE OTHER LOAN DOCUMENTS REPRESENT THE FINAL AGREEMENT BETWEEN TNI PARTIES
AND NAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR, CCNTEMHXANEOUS OX ajNJEOJEMT ORAL AGREEMENTS Of TNI PARTIES. THERE ARE HO
UNWRITTEN ill ORAL AGREEMENTS BETWEEN THE PARTIES; .

IB WITNESS WNEBEOf, tha parties) harata hav» caused this agreement to ba duly executed under seal by their duly'euthwi *ed representatives
as or tn« date) Ht-mi. «iwS «.-I::..*.. . . - _

Debtor/Pledger:

LONE £TAR RAILROAD/i/I NC.
BetionaSank of Texaa. H.A

Title:

icsa/»«curity.agt/10-93



EXHIBIT "A"

All equipment and rolling stock of Debtor, including, but not
limited to, that equipment described on Exhibit "B" attached hereto
and incorporated herein by reference for all purposes, whether now
owned or hereafter acquired, together with all increases, parts,
fittings, accessories, special tools and accessions, now or
hereafter attached thereto or used in connection therewith, and any
and all replacements of all or any part thereof, and all lease
payments, rentals, per diem mileage credits, and any and all other
revenues or monies of whatever nature generated by or attributable
to equipment, rolling stock and/or rail cars of Debtor, and any and
all of the products, income and proceeds of any of the foregoing;
and

All of Debtor's accounts, receivables, account receivables,
notes, drafts, acceptances, instruments, chattel paper and general
intangibles, 'and all guarantees and suretyship agreements relating
thereto and all security for the payment, or performance thereof,
whether now existing or hereafter arising? all proceeds, monies,
income, benefits, collections or products thereof,and thereon, and
attributable or occurring-thereto; all goods which give rise or may
give rise thereto, including, without limitation-; all 'returned or
repossessed goods and other goods, the sale or delivery of which
gave rise or may give rise to any such accounts, notes, drafts,
acceptances, instruments, chattel paper or general intangibles,
including the right of stoppage in transit and the products and
proceeds thereof,* and all rights of Debtor, whether or not earned
by performance, under contract of sale or leased goods or other
services and all proceeds thereof.

teg/7418.457
insert.l/dmm/4



r
EXHIBIT "B"

Hi-Rail Truck, Backhoe, Trailer, tools, radios, maintenance of way
equipment and locomotives.
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